4/ 18/ 97
DEPARTMENT OF HOUSING AND URBAN DEVELOPMENT
SECTION-BY-SECTION EXPLANATION AND JUSTIFICATION

"Public Housing Management Reform Act of 1997"

SECTION 1. SHORT TITLE AND TABLE OF CONTENTS.

Section 1(a) provides that this Act may be cited as the
"Publ i c Housi ng Managenent Reform Act of 1997"

Section 1(b) contains the table of contents for the Act.

Section 2 contains the findings and purposes for the Act.

TITLE 1--PUBLIC HOUSING AND RENT REFORMS

SEC. 100. ESTABLISHMENT OF CAPITAL AND OPERATING FUNDS.

Section 100 woul d consolidate and stream ine the public
housi ng program by anmendi ng current sections 14(a) and 9(a) of
the U S. Housing Act of 1937 ("the 1937 Act") to require the
Secretary to establish one Capital Fund and one Operating Fund,
respectively, for providing assistance to | ocal PHAs.

Consolidating nultiple prograns is part of HUD s overal
effort to respond to declining HUD staffing | evels, PHA resources
that are likely to remain |level, and the need to give PHAs
greater flexibility to nake decisions that reflect |ocal
priorities and needs.

SEC. 101. DETERMINATION OF RENTAL AMOUNTS FOR RESIDENTS OF
PUBLIC HOUSING.

Section 101(a) would anend section 3 of the 1937 Act to
revise the nmethod by which PHAs cal cul ate household rents in the
public housing and Section 8 prograns. For public housing, PHAs
woul d be able to set household rents at or bel ow 30% of adj usted
mont hly i nconme, subject to the mnimumrent and any welfare
rents, and any ceiling rents. For Section 8 project-based
prograns and tenant-based participants renting at or bel ow the
paynment standard, rents would be set "at" 30% of adjusted nonthly
i ncome, subject to the mninumrent and any welfare rent. Under
current law, all househol ds (except certain tenant-based
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partici pants) nust pay a nonthly rent equal to the highest of (a)
30% of nonthly adjusted incone, (b) 10% of nonthly gross incone,

or (c) the "welfare rent". In practical ternms, rent is generally
set at 30% of nonthly adjusted inconme, and is generally referred
to as the "Brooke rent". Mnthly rent is also subject to m ni num

rent and ceiling rent provisions.

Section 101(b) would authorize the Secretary to develop a
revised fornmula for allocating operating subsidies under section
9 of the 1937 Act. This new fornmula would expand the nunber and
coverage of currently-authorized factors under section 9. The
currently authorized factors include insurance costs; vacant
units; and operating costs, projected inconme, and denographics of
tenants and the geographic area as neasured agai nst the
operational standards of a prototypical well-mnaged housing
authority. The new section 101(b) would continue to utilize
factors on vacanci es, operating costs, projected incone, etc.

New factors authorized by section 101(b) are: quality of overal
managenent; costs of operating assisted versus non-assisted
units; vacancies resulting fromany conversion to tenant-based
assi stance; provision of tenant self-sufficiency services; costs
of conducting anti-crime activities; and the ability to
adm ni ster operating subsidies effectively. The new fornul a
woul d be devel oped in consultation with other interested parties.

Section 101(c) would authorize HUD to pay operating subsidy
based on 30% of adjusted nonthly income during a transition
period prior to the establishnent of the public housing operating
subsidy formul a authorized under Section 101(b).

A central part of the mssion of public housing is to
protect economcally vulnerable famlies from excessive rent
burdens. Therefore, this provision would retain, for the public
housi ng and project-based prograns, the Brooke rent cap of 30% of
adj usted nonthly inconme. The provision would al so preserve the
Brooke rent cap for tenant-based section 8 assistance for
famlies receiving assistance at or bel ow the paynent standard.
Sone famlies will pay |less than 30% of inconme due to the
shoppi ng i ncentive contained in section 203 of this bill. As in
the current voucher program famlies opting to rent units with
rents above the paynent standard nay exceed the Brooke rent cap.
At the sane time, for public housing, this provision would give
PHAs greater flexibility in rent setting, particularly to
encourage PHAs to serve famlies wth a broader range of incones.
Allowing PHAs to set rents bel ow 30% of incone elimnates the
federal |l y-i nposed di sincentive under current |aw, whereby a
househol d's rent nust increase in proportion to increases in
i ncone.



The Brooke rent structure (setting the famly contribution
t hat determ nes the subsidy anbunt equal to 30% of adjusted
incone) would be retained for tenant-based program participants
renting at or below the paynent standard. Providing a deeper
subsidy to sone households (by allowing PHAsS to set tenant rents
bel ow 30% of adjusted inconme) would nean that fewer famlies are
served, since PHAs receive a fixed annual anount from HUD for
t enant - based assi stance. Due to the significant nunbers of
extrenely | owinconme households with severe housi ng needs, as
wel|l as relaxed targeting requirenents for public housing, it is
critical not to reduce the nunber of famlies served by the
t enant - based program

The Brooke rent structure would also be retained in the
Section 8 project-based program since HUD is |legally obligated
to pay the difference between Section 8 contract rent and the
tenant rent. Setting tenant rents at |ess than 30% of adjusted
income in the project-based programwould result in additional
demands on HUD s resources.

SEC. 102. MINIMUM RENTS FOR PUBLIC HOUSING AND SECTION 8
PROGRAMS.

Section 102 woul d anend section 3(a) of the 1937 Act to
require that famlies occupying public housing and Section 8
units pay minimumrents of $25 per nonth, with HUD or PHA
authority to require specific hardship exenptions. Current |aw
allows mninumrents up to $50 per nonth, through FY 1997.

Setting the minimumrent at $25 per nonth is sufficient to
make the synbolic point that occupying an assisted unit woul d not
be "free" and, rather, that each famly in assisted housing
shoul d make sone contribution to support operation of the unit.
Al owing m ni numrents above $25 per nonth woul d pose a genui ne
econom ¢ hardship to famlies who, for whatever reason, have no
significant incone. It would be a matter of national policy to
protect such residents by prohibiting m ninumrents above $25 per
nmont h.

Further, PHAs would be permtted to establish hardship
exenptions, including exenptions for entire classes of people.
Al so, HUD woul d have authority to require PHAs to grant hardship
exenptions frommnimumrents for certain classes of economcally
vul nerabl e househol ds, such as recently incapacitated workers who
have not yet begun to receive conpensation



SEC. 103. PUBLIC HOUSING CEILING RENTS.

Section 103 woul d anend section 3(a)(2)(A) of the 1937 Act
to permanently authorize PHAs to adopt reasonable ceiling rents
for public housing. Current |aw (under section 402(f) of the
Bal anced Budget Downpaynent Act of 1996, as anended by section
201(c)(2) of the FY 1997 VA, HUD, and I ndependent Agencies
Appropriations Act) allows ceiling rents that are priced
conpetitively with private units, but that are not |ess than 100%

of operating costs. HUD s bill would allow PHAs, for famly
housi ng devel opnents, to adopt ceiling rents that reflect narket
val ue, but that are not |ess than 75% of operating costs. |In

el derl y/ di sabl ed devel opnents, ceiling rents could not be | ess
t han 100% of operating costs, as in current |aw.

Allowing PHAs to set reasonable ceiling rents is vital to
attracting and retaining working famlies in public housing. The
cost floor for ceiling rents in famly devel opnents shoul d be
| onered from 100% to 75% of operating costs for two reasons.
First, a floor of 100% of operating costs is higher than the
mar ket rental value for units in many viable public housing
devel opnments. Second, the 100% floor would result in ceiling
rents that are too high in many localities to benefit famlies
with full-tinme workers who earn the m ni nrum wage. Therefore,
such famlies will not choose to remain in or nove into public
housi ng, making it unlikely that PHAs coul d achieve a nore
di verse inconme m x than they now have. Because the need to
increase the mx of inconmes in elderly/disabled devel opnents is
not as conpelling as for famly housing, the bill does not
propose to lower the floor for ceiling rents in elderly/disabled
devel opnents bel ow the current-law | evel of 100% of operating
costs.

SEC. 104. DISALLOWANCE OF EARNED INCOME FROM PUBLIC HOUSING AND
SECTION 8 RENT AND FAMILY CONTRIBUTION
DETERMINATIONS.

Section 104 would replace the current incone disallowance in
section 3(c) of the United States Housing Act of 1937 and repl ace
it wwth a bar against any rent increase for public housing or
Section 8 households for 18 nonths as the result of the
enpl oynent of a famly nenber who was previously unenpl oyed for
one or nore years. Any household with an i ncone disall owance
under present |aw would be protected under the new law. Any rent
i ncrease due to the continued enploynent of the famly nenber
woul d be phased in over a 3-year period after the 18 nonth
nor at ori um
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This provision would provide work incentives and facilitate
the transition fromwelfare to work. Phasing in any rent
i ncrease would prevent the newy enpl oyed person from
experiencing a large increase in rent that would otherw se
di scourage them from working or staying in assisted housing.
This provision would encourage working famlies who are positive
role nodels to stay in public housing and ot her assisted units
and foster stable living environnents.

Under current law (found in the undesi gnated paragraph of
section 3(c) of the 1937 Act), only the earnings resulting from
participation in certain governnent-funded training prograns are
excluded fromrent calculations for a period of 18 nonths. Thus,
it often does not cover those who nove directly fromwelfare to
wor k. Various other earned incone exclusions and di sregards of
| ess significance have been authorized by statute or inplenented
by regulation in the past. Also, the current law only extends to
the public housing program Because of the cost of extending
this provision to the Section 8 program section 104 specifies
that the provision would apply to tenant-based assi stance
provi ded by PHAs beginning in FY 1999, but only to the extent
approved in appropriations Acts.

SEC. 105. PUBLIC HOUSING HOMEOWNERSHIP.

Section 105 woul d anend section 5(h) of the 1937 Act to
permt internediate sales of public housing to any organi zation
serving as a conduit for honeownership sales to eligible
famlies. An organization nmust sell the units to eligible
famlies wthin 5 years of acquiring the units. The organization
must use the proceeds fromresale and from managi ng the units for
housi ng purposes, such as fundi ng resident organizations and
reserves for capital replacenents. Current |aw requires direct
transfer to eligible famlies.

This provision would facilitate the sale of public housing
to eligible famlies by allow ng conduit organi zations to hold
the properties tenporarily. Such organi zations coul d nanage and
organi ze the individual unit sales and work w th individual
househol ds to establish specific tinmetables and address specific
pr obl ens.

SEC. 106. PUBLIC HOUSING AGENCY PLAN.

Section 106 would create a new section 5A of the act and
woul d substantially deregul ate HUD oversi ght of non-troubl ed PHAs
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by consolidating and stream ining PHA reporting requirenments and
HUD revi ew of PHA subm ssi ons.

Both the benefits of allowing PHAs to nmake | ocal deci sions
and the reductions in funding for both PHAs and HUD nmake
responsi bl e deregul ation inperative, particularly through the
el i mnation of unnecessary, tinme-consum ng HUD reviews of PHA
decisions. Due to projected declines in PHA resources and HUD
staffing levels (from 11,000 to 7,500 persons), substanti al
deregul ati on steps nmust be taken. Limting HUD s review and
approval obligations to the nbost inportant natters wll provide
adequat e oversi ght of non-troubled PHAs, and will permt HUD to
focus its efforts and resources on PHAs which are designated as
troubled or are at risk of being designated as troubl ed.

Under new section 5A(a), each PHA would submt, annually, a
PHA plan with up to nine parts, as applicable to the PHA

Part one woul d be the 5-year capital plan now required under
current section 14(e)(1), and would be applicable to any PHA
whi ch sought capital funds from HUD

Part two woul d be the statenent of capital activities and
expendi tures now required under current section 14(e)(3).

Part three would be an annual description of the PHA's
plans, if any, for denolition and disposition under section
18 of the 1937 Act, for homeownership under section 5(h) of
the act, or for designated housi ng under section 7 of the
1937 Act. Part three of the plan would, at the PHA s
option, consist either of the actual application for
approval of these activities, or only a description of any
of these activities that the PHA intended to undertake in

the comng year. |In either case, approval of such
activities would be determ ned under the controlling section
of the act -- for exanple, section 18 in the case of a

denolition application.

Part four of the PHA plan would be an annual subm ssion
consisting of the followng information: the PHA s tenant
sel ection, adm ssion, and assignnent policies, including any
adm ssion preferences; rent policies of the PHA, including
i ncome and rent cal cul ati on nmet hodol ogy, m ni numrents,
ceiling rents, and incone exclusions, disregards, or

deducti ons; any cooperation agreenents between the PHA and
State or local welfare and enpl oynent agencies to target
services to public housing residents, which PHAs are to use
their best efforts to enter into; and the PHA's anti-crine
and security plans, including the plan to be carried out



W th assistance under the drug elimnation program In
cases where, in the time since its previous annual

subm ssion, a PHA has nade no changes to the information
required to be submtted, then the PHA shall only state in
its annual subm ssion that there are no changes to report.

Part five of the PHA plan would apply to PHAs that are
troubled or at risk of becom ng troubled, and woul d consi st
of other appropriate information that HUD requires by its
authority under section 6(j) of the act.

Part six of the plan would consist of other information that
HUD needs in connection with providing operating subsidies
to PHAs under section 9 of the act.

The bill would also require a PHA to provide three annual
certifications to HUD

The first would be a certification that the PHA has net the
citizen participation requirements under proposed section
5A(b). Under these requirenents, which are the sane as

t hose under current |aw for the 5-year conprehensive plan, a
PHA nust consult with | ocal governnment officials and public
housi ng tenants, and nmust hold at | east one public hearing
prior to adoption of the PHA plan.

The second certification would state that the PHA will carry
out its plan in conformty with certain civil rights, fair
housi ng, and handi capped accessibility | aws, including that
the plan wll affirmatively further fair housing.

The third certification would certify that the PHA plan is
consistent wwth the consolidated plan for the locality.

I n devel oping the PHA plan, each PHA nust consult with
appropriate |l ocal governnment officials and with public housing
residents and nust hold at |east one public hearing as provided
in section 5A(Db).

In addition to the annual subm ssion requirenents in the PHA
pl an, proposed section 5A(c) states HUD s authority to require
the subm ssion of any information appropriate or necessary to
assess the managenent perfornmance of PHAs and resi dent nanagenent
corporations under section 6(j) and to nonitor assistance
provi ded under the act.

Under proposed section 5A(d), HUD review of PHA subm ssions
would be limted to the areas of greatest funding or program
ri sk--capital plans; denolition and disposition, including



di sposition for homeownership; and designated housing. The
review standard for each of the elenents in parts one, two, and
three of the plan would be that set forth in the controlling
section of the act. Thus, the PHA' s 5-year conprehensive plan
woul d be revi ewed under section 14(e)(1) of the act and the PHA's
annual statenent would be reviewed under section 14(e)(3) of the
act. Further, a PHA would have to apply for and recei ve HUD
approval under section 18 for denolition or disposition under
section 18, under section 5(h) for dispositions for
homeowner shi p, and under section 7 for designated housing.

The annual subm ssion required as part four of the plan--
covering tenant selection, adm ssion, and assignnent policies;
rent policies; cooperation agreenents with welfare and enpl oynent
agencies; and anti-crinme and security plans -- would be submtted
to HUD only for informational purposes. The annual subm ssion
woul d not be reviewed by HUD unl ess the Departnent received a
challenge as to its conpl eteness, in which case HUD woul d revi ew
it only to determ ne whether it sets forth the required
i nformati on.

Subm ssi ons under part five of the plan (other appropriate
information fromat risk or troubled PHAs) and part six of the
plan (other information required in connection with the provision
of operating subsidy) would be reviewed in accordance with
sections 6(j) and 9 of the act, respectively.

The certifications as to citizen participation and
consi stency with the consolidated plan woul d not be reviewed by
HUD unl ess chal | enged, in which case HUD woul d review t he
certification to determne only whether it sets forth the
required informati on and whether there is any avail abl e evi dence
that tends to challenge in a substantial manner any certification
made under those subsections. The certification as to civil
rights, fair housing, and accessibility to persons with
disabilities laws woul d be reviewed by HUD to determ ne only
whether it sets forth the required information and whether there
is any avail able evidence that tends to challenge it in a
substantial manner.

SEC. 107. PHMAP INDICATORS FOR SMALL PHAs.

Section 107 woul d anend section 6(j)(1) of the 1937 Act to
streanml i ne the Public Housi ng Managenent Assessnent Program
("PHVAP") for small PHAs (those which own or operate fewer than
250 public housing units). Proposed section 107 would Iimt to



five the nunber of PHMAP indicators to which small PHAs are
subject. The five that apply would be (1) the nunber and
percent age of vacancies in a PHA's inventory, including the
progress the PHA has made within the previous three years to
reduce vacancies; (2) the percentage of rents uncollected; (3)
the PHA's ability to produce and use accurate and tinely records
of nonthly inconme and expenses and to maintain at |east a three-
month reserve; (4) the annual inspection of occupied units and
the PHA's ability to respond to maintenance work orders; and (5)
one additional factor deened appropriate by the Secretary.

This provision is part of a strategy of responsible
deregul ation of the public housing program particularly for
smal | PHAs. About seventy-five percent of all housing
authorities (approximtely 2,500) have fewer than 250 units.
Many snmall|l agencies are anong the nation's best nmanaged and offer
hi gh-quality housing. A streamined evaluation system wth
fewer indicators, for non-troubled small PHAs woul d reduce the
adm ni strative burden which is particularly onerous for smaller
agenci es. However, these agencies would renmain subject to
conpliance wth statutory requirenments of the program such as
rent limtations, incone targeting, denolition and di sposition
approval s, and audit requirenents.

SEC. 108. PHMAP SELF-SUFFICIENCY INDICATOR.

Section 108 woul d anmend section 6(j)(1)(A) of the 1937 Act
to authorize a PHVAP indicator that woul d assess the extent to
whi ch the PHA coordi nates and pronotes participation by famlies
in prograns that assist themto achieve self-sufficiency. There
i's no such provision in current |aw

One of the fundanental goals of assisted housing is to
continue to provide incentives and assistance to working famlies
and those pursuing work. This section would strengthen the |ink
bet ween housi ng assi stance and welfare reform by requiring PHAs
to coordinate and pronote participation by famlies in self-
sufficiency prograns. Recognizing the PHAS' primary roll is to
provi de high-quality housing, this provision does not require
PHAs to initiate or manage such progranms, only to facilitate
I i nkages between residents and prograns initiated and managed by
ot hers.

SEC. 109. EXPANSION OF POWERS FOR DEALING WITH PHAS IN
SUBSTANTIAL DEFAULT.
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Section 109 woul d anend the provisions in section 6(j)(3) of
the 1937 Act that give HUD options for dealing with PHAs in
substantial default under their Annual Contributions Contracts.

Section 6(j)(3)(A), which gives HUD four options for
respondi ng to substantial defaults, would be amended in several
respects. Cause (i) (providing for solicitation of proposals
for alternative managenent of public housing) and clause (iv)
(redesignated as clause (v), and permtting HUD to require an
agency to provide for alternative managenent of public housing)
woul d be extended to cover section 8 and any ot her program of an
agency. Clause (ii), permtting HUD to petition for the
appoi ntment of a receiver, would not be anended. Cause (iii),
permtting HUD to solicit proposals for alternative construction
managenent to oversee use of nodernization assistance, would not
be anended. Finally, a new clause (iv) would be added to
aut horize HUD to take possession of the PHA, including all or
part of any project or program (including the section 8 progran
of the agency.

For any troubled PHA that cannot correct its troubled status
within one year of troubled designation, section 6(j)(3)(B) would
require the Secretary, in the case of a PHA with 1,250 or nore
units, to petition for the appointnment of a judicial receiver.

In the case of a PHA with fewer than 1,250 HUD nust either a)
petition for the appointment of a judicial receiver or b) take
possessi on of the PHA and appoint, on a conpetitive or
nonconpetitive basis, an individual or entity to act as an
adm ni strative receiver. The admnistrative receiver would
assunme the responsibilities of the Secretary for the

adm nistration of all or part of the PHA

Sections 6(j)(3)(C and (D) would give both a court-
appoi nted receiver and HUD (or the adm nistrative receiver that
has assuned its responsibilities) expanded powers for correcting
PHA deficiencies. These powers are the express authority to
(1) abrogate any contract that substantially inpedes correction
of the substantial default; (2) denolish and di spose of the
assets of the PHA in accordance with section 18, including the
di sposition by transfer of properties to resident-supported
nonprofit entities; (3) seek the establishnent (as permtted by
applicable State and | ocal |aw) of one or nore new PHAs; and
(4) seek consolidation of all or part of a PHA into other well -
managed PHAs, with the consent of the well-managed PHA. Neither
the receiver nor HUD would be required to conply with any State
or local lawrelating to civil service requirenents, enployee
rights (other than civil rights), procurenent, or financial or
admnistrative controls that, in the witten determ nation of the
receiver or HUD, substantially inpedes correction of the
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substantial default. |In addition, HUD would be given such
additional powers as a district court of the United States coul d
confer on a receiver to achieve the purposes of the receivership.
Recei vers, however, whether judicially- or admnistratively

appoi nted, would only be permtted to exercise the powers set
forth in (3) and (4), above, if HUD determ nes such action to be
appropri ate.

This bill would retain, with m nor changes, subparagraphs
(B), (©, and (D), as currently found in section 6(j)(3),
redesi gnating them as subparagraphs (E), (F), and (Q.
Subpar agraph (E), authorizing HUD to provi de necessary assi stance
to receivers and other entities, would be extended to include
ot her prograns of the agency. Subparagraph (F), concerning a
court's appointnent of a receiver, would be anended to add a new
second sentence specifying whomthe court nmay appoint.
Subparagraph (G, permtting termnation of receivership upon the
petition of any party, would be anmended to permt a court to
termnate the receivership when the court determ nes that al
defaul ts have been cured or the PHA is capable of again
discharging its duties. Under current |law the test is whether
the PHA can operate the housing in accordance with all program
requirenents.

A new subparagraph (H) contains a hold harm ess clause which
woul d deem HUD (or adm nistrative receiver appointed by HUD) or
the court-appointed receiver to be acting in the capacity of the
PHA. Any liability, regardl ess of whether the incident giving
rise to that liability occurred while HUD or the receiver was in
possession of the PHA (including any project or function of the
agency), would be incurred by the PHA

Subsection (b) would nmake this section applicable to actions
taken before, on, or after the effective date of this Act. This
subsection would al so make clear that it is applicable to any
recei vers appointed for a PHA before the date of enactnent of
this section, even if not petitioned for by HUD

The new section 6(j)(3) provisions will authorize three
el emrents that are essential for the recovery of troubled agencies
but are not mandated by current legislation. First, this
| anguage woul d establish a mandatory trigger of receiverships for
any agency that cannot work itself off of the troubled list after
one year. This |anguage would establish, in |aw, clear guidance
on an agency's tinmeframe for correcting poor perfornmance.
Second, this |language will enable the Departnment to appoint a
qualified third party to nanage the recovery. HUD does not now,
nor will it in the future, have the resources to nanage the day-
t o-day operations of troubled PHAs. It is essential that this
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responsibility be given to a qualified, independent third party.
This will allow HUD to focus on nore strategic issues and on
identifying and rectifying problens at PHAs that are at-risk of
becom ng troubled. Third, this |anguage woul d expand the powers
of the receivers to give themthe tools necessary to turn

t roubl ed agenci es around. These tools include the ability to
override State or local lawrelating to civil service

requi renents, enployee rights (other than civil rights),
procurenent, financial or adm nistrative controls that, in HUD s
determ nation, substantially inpede correction of the substanti al
defaul t.

SEC. 110. PUBLIC HOUSING SITE-BASED WAITING LISTS.

Section 110 woul d anend section 6 of the 1937 Act to permt
PHAs to establish procedures to maintain site-based waiting lists
for adm ssions to public housing devel opnents. Al procedures
must conply with all provisions of Title VI of the Cvil R ghts
Act of 1964, the Fair Housing Act, and other applicable civil
rights | aws.

Site-based waiting lists can help to foster a sense of
community in public housing nei ghborhoods by strengthening
existing ties to famly, school, work, and nei ghborhood
institutions and can al so pronote other policy objectives of the
publ i c housing program For exanple, allow ng applicants to nove
to the devel opment of their choice, may attract to public housing
communities a nore diverse population with a broader range of
i ncomes. As a result, nore working famlies may apply to and
nmove into public housing, providing role nodels and access to
i nformati on about job opportunities for current public housing
residents. Serving households with a broader range of incones
may also lead to a reduction in PHA operating subsidy needs.

SEC. 111. COMMUNITY SERVICE REQUIREMENTS FOR THE PUBLIC HOUSING
AND SECTION 8 PROGRAMS.

Section 111 woul d anend section 12 of the 1937 Act to
require adult nenbers of famlies residing in public housing or
assi sted under Section 8 to participate, wthout conpensation, at
| east 8 hours per nonth in community service activities within
their communities. Such comrunity service could not include
political activity.

Exceptions fromthe work requirenment would include the
el derly; the disabled who are unable to work; those working at
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| east 20 hours per week; students; those receiving vocational
training; single parents, spouses or grandparents of an otherw se
exenpt individual who are primary caretakers of children six
years of age or younger, elderly persons or persons with
disabilities; and those receiving assistance under the Tenporary
Assi stance for Needy Fam lies programunder part A of title IV of
the Social Security Act (and therefore covered by any State

wel fare program work requirenents).

SEC. 112. COMPREHENSIVE IMPROVEMENT ASSISTANCE PROGRAM
STREAMLINING.

Section 112 woul d anend section 14(d) of the 1937 Act to
convert nodernization funding for small PHAs (those which own or
operate fewer than 250 public housing units) froma conpetitive
grant programto a formul a-based program Currently, a small PHA
recei ves nodernization funding only if its application is
approved by HUD in an annual conpetition under the Conprehensive
| mpr ovenent Assi stance Program ("ClAP"). By contrast, |arge PHAs
recei ve noderni zation fundi ng each year based on a formula under
t he Conprehensive Grant Program ("CGP"). Converting CIAP to a
formul a program woul d have two maj or benefits. First, it would
reduce the adm ni strative burden on PHAs and HUD which i s now
i nposed by the annual Cl AP application process. Second, it would
assure small PHAs a steady, predictable funding streamfor
capital inprovenents. Even though the annual fornula amount may
be small for these PHAs in any given year, a predictable funding
stream woul d enable themto do better capital planning. Further,
proposed section 113 would give small PHAs full fungibility
bet ween operating and capital funds, allow ng the accumul ation of
funds over nore than one year to provide for the cost of major
repair itens.

SEC. 113. FLEXIBILITY FOR PHA FUNDING.

Section 113 woul d permanently extend the tenporary authority
provided in HUD s FY 1996 and 1997 appropriations acts that gives
PHAs nore flexibility in the use of their public housing
noder ni zati on and devel opnent assistance. It would al so
permanent|ly extend tenporary authority in such acts that
est abl i shed rul es governi ng m xed-finance devel opnents.

The permanent authority in section 14(q)(1) of the 1937 Act
woul d specifically enable PHAs to use their nodernization
assi stance under section 14 and their devel opnent assistance
under section 5 for any eligible activity authorized under
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sections 14, 5, or applicable appropriations acts (HOPE VI).

Al so, non-troubled PHAs would be permtted to use up to 10% of
their capital funds for operating subsidy purposes authorized by
section 9. Troubled PHAs woul d have to obtain HUD approval to do
so. Current |aw does not distinguish between troubled and non-
troubled PHAs in this regard.

In addition, section 113 of the bill would create ful
fungibility for small PHAs between their operating subsidy and
their capital funds. Allocation of operating and capital funds
to small PHAs woul d continue to be nade separately, on the basis
of two separate fornmulas to ensure fornula equity. However,
smal | PHAs woul d have conplete flexibility in deciding howto use
these funds for permtted activities, including the provision of
security and resident services. Providing capital funds to smal
PHAs through a fornmula, instead of the application-driven Cl AP
structure, would reduce adm nistrative burdens and woul d provide
these PHAs with a predictable funding streamwi th which to plan
for capital inprovenents.

Subsection (b) would permanently authorize existing
appropriations act provisions that anend section 14(q)(2) of the
act and permt PHAs to use capital or operating assistance in
m xed finance devel opnents. The public housing units in a m xed-
fi nance devel opment woul d have to be devel oped, operated, and
mai nt ai ned as public housing. To the extent necessary to allow a
PHA to undertake or permt neasures that enhance the viability of
the public housing units included in a m xed-finance devel opnent,
HUD coul d wai ve, or specify alternative requirenents for, rules
establ i shed by HUD under the 1937 Act governing the devel opnent,
managenent, and operation of public housing units. A PHA coul d,
in accordance with guidelines established by the Secretary,
provi de capital assistance to a m xed-finance devel opnment in the
formof a grant, |oan, or other formof investnent in the
project, including the drawdown of funds on a schedul e
commensurate wth construction draws for deposit into an interest
earni ng escrow account to serve as collateral or credit
enhancenments for bonds issued by a public agency for the
construction or rehabilitation of the devel opnent.

Under proposed section 2(b), units in m xed-financed
devel opnments woul d have to be avail able for occupancy by | ow
income and very lowincome famlies for 40 years, which is the
sane as for ordinary public housing units. See sections
14(q)(2)-(4) of the 1937 Act.

M xed-financed devel opnments are a prom sing neans of
replacing traditional public housing devel opnents, particularly
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because they | everage public and private resources other than
public housing programfunds and are likely to attract househol ds
with a broader range of incones than are currently served by
public housing. To invest the substantial front-end effort

requi red for these transactions, PHAs need to know that these
transactions will be permanently authorized.

SEC 114. REPLACEMENT HOUSING RESOURCES.

Section 114 woul d anmend section 9(a)(3)(B) of the 1937 Act
to affirmthat, where a PHA denvolishes obsol ete public housing
units, the PHA's replacenent housing units are eligible for
operating subsidy. Under the one-for-one replacenent housing
requi renment (now suspended, and proposed to be permanently
repeal ed), a PHA woul d have had to provide replacenent units
bef ore denvolishing obsolete units, and would sinply have shifted
its operating subsidy fromthe denolished units to the
replacenent units. Wth the suspension and antici pated repeal of
one-for-one replacenent, there may now be a significant del ay
bet ween the denolition of units and the PHA s decision to provide
any replacenent units. |f a PHA needs to produce replacenent
housing to nmeet conmunity needs, then this delay may nmake the PHA
appr ehensi ve about undertaking the denolition (and thus | osing
operating subsidy) before it provides the replacenent housing.
| f the PHA does not produce replacenent units, then its operating
subsidy eligibility is reduced proportionately. To encourage
PHAs not to wait to denolish obsol ete devel opnents, HUD proposes
to affirmthat a PHA retains its operating subsidy eligibility
for replacenment units which it provides wwthin 5 years.

Simlarly, section 114(b) woul d anmend section
14(k) (2) (D) (ii1) of the 1937 Act which, under current | aw,
provi des that where an existing unit is denolished or disposed
of, HUD shall reduce the anmount the PHA receives under the
noder ni zation fund fornmula. The anmendnent proposed by this
section would provide that, for the 5-year period after
denolition or disposition, the Secretary may provide for no
adj ustnent, or a partial adjustnent, of the anmount the PHA woul d
ot herwi se receive, provided that the PHA uses such funds to
produce replacenment housing or for physical inprovenents to
preserve viable public housing units. As with the operating
subsi dy provision, above, this section of the bill would
encourage PHAs to nmake w se asset nanagenent decisions as to
their housing stock. In particular, it would mtigate the
exi sting incentive for a PHA to keep obsol ete, non-viable units
to maintain its nodernization fund eligibility level. Under this
proposal, by contrast, a PHA would have an incentive to denvolish
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t he obsol ete, non-viable units and use the nodernization funds
for replacenment housing or to preserve other viable public
housi ng units.

SEC. 115. REPEAL OF ONE-FOR-ONE REPLACEMENT HOUSING REQUIREMENT.

Section 115 woul d nmake permanent the current suspension of
t he one-for-one replacenent housing requirenent for public
housi ng. Under section 18 of the 1937 Act, the one-for-one
repl acenent requi renent mandates that PHAs provi de an additional
unit of public housing for each unit denolished or disposed of.
This requirement has been tenporarily suspended since the 1995
Emer gency Suppl enmental Appropriations and Resci ssions Act.
Wthout further |egislative action, the suspension would
termnate at the end of FY 1997.

The one-for-one replacenent housi ng requirenent has been
counterproductive. Because there typically have been no funds to
fulfill it, as well as an insufficient nunber of suitable sites,
the requirenment has sinply prevented the denolition of obsolete
and dangerous projects. PHAs will be able to plan and proceed to
rationalize their housing stock nore effectively if the one-for-
one replacenent requirenent is permanently repeal ed.

SEC. 116. DEMOLITION, SITE REVITALIZATION, REPLACEMENT HOUSING,
AND TENANT-BASED ASSISTANCE GRANTS FOR
DEVELOPMENTS.

Section 116 woul d anend section 24 of the 1937 Act,
reauthorizing the Revitalization of Severely Distressed Public
Housing program (HOPE VI). It would al so nake significant
program i nprovenents, based on HUD s experience in inplenmenting
the program and woul d make ot her changes to strengthen fiscal
accountability and oversight. This will enhance HUD s ability to
replace the worst public housing devel opnents with viable, small -
scal e apartnents that strengthen communities and support
residents' efforts to becone self-sufficient through education
and skills training, job placenent and devel opnent, and ot her
supportive services. In addition, this section would take tough
action against PHAs that fail to deliver on their plans by
requiring HUD to wi thdraw funds from poor program perforners.

Subsection (a) would establish the foll ow ng purposes for
assistance to PHAs: (1) to reduce the density and inprove the
[iving environnment for public housing residents of
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severely distressed public housing through the denolition of
obsol ete public housing devel opnents (or portions thereof); (2)
to revitalize sites (including remaining public housing dwelling
units) on which such public housing devel opnents are | ocated and
contribute to the inprovenent of the surroundi ng nei ghborhood;
(3) to provide housing that will avoid or decrease the
concentration of very lowincone famlies; and (4) provide

t enant - based assi stance in accordance with the provisions of
section 8 of the 1937 Act for the purpose of providing

repl acenent housi ng and assisting residents who will be displaced
by the denolition.

Subsection (c) would require at least a 5 percent match of
funds from other sources, including anmounts from ot her Federal
sources, any State or |ocal governnent sources, any private
contributions, and the value of any in-kind services or
adm ni strative costs provided.

Subsection (d)(1) would authorize the Secretary to nmake
grants to applicants to carry out denolition, revitalization, and
repl acenent prograns for severely distressed public housing.
Grants may only be nade if the PHA denonstrates that the
nei ghborhood is or will be a viable residential comunity. The
Secretary could provide grants providi ng assistance for one
eligible activity or a conbination of eligible activities under
this section, including assistance only for denolition and
assi stance only for tenant-based assistance under section 8.

The eligible activities subsection would be anended to
i ncl ude abat ement of environnental hazards and denolition,
repl acenent housi ng, and any necessary supportive services (which
may not total nore than 15% of any grant).

The selection criteria subsection would be anended to
require applications for denolition to include the need for
denolition, taking into account the effect of the distressed
devel opment on the PHA and the community, the extent to which the
PHA is not able to undertake such activities wthout a grant
under this section, and such other factors the Secretary
determ nes appropri ate.

The selection criteria would be anended to require
applications for denolition, revitalization, and replacenent to
include: (1) the relationship of the grant to the conprehensive
plan for the locality; (2) the extent to which the grant wl|
result in a viable devel opnment which will foster the econom c and
social integration of pubic housing residents and the extent to
whi ch the devel opnent will enhance the community; (3) the
capability and record of the applicant PHA, its devel opnent team
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or any alternative managenent agency for the agency, for managing
| ar ge- scal e redevel opnent or noderni zation projects, neeting
construction tinmetable, and obligating amounts in a tinely
manner; (4) the extent to which the PHA is not able to undertake
such activities without a grant under this section; (5) the
extent of involvenent of residents, State and | ocal governnents,
private service providers, financing entities, and devel opers, in
t he devel opment of a revitalization programfor the devel opnent,
(6) the anmpbunt of funds and other resources to be | everaged by
the grant, and; (7) such other factors as the Secretary

determ nes appropri ate.

Tenant - based assi stance could be all ocated on a non-
conpetitive basis in connection with the denolition or
di sposition of public housing.

The Secretary woul d have wai ver authority or could specify
alternative requirenents for, rules established under this
section, to the extent necessary to enhance the viability of
publ i c housi ng devel oped or redevel oped under this section.

In adm nistration of the program the Secretary coul d
require a grantee to nmake arrangenents to use an entity other
than the PHA to carry out the activities assisted under the
revitalization plan.

The Secretary would be required to w thdraw any unobligated
grant anmount if a grantee does not sign the primary construction
contract wwthin 18 nonths. Such anounts would be redistributed
to other applicants.

Further, each grant agreenment nust provide for interim
checkpoints and for conpletion of physical activities within 4
years fromthe date of the grant agreenent. The Secretary is to
enforce this requirenents through default renedies up to and
i ncluding wi thdrawal of funding. The Secretary could provide for
a longer tinefranme, but only when necessary due to factors beyond
the control of the grantee.

These provisions relating to tinely expenditure of funds
woul d not apply to grants for tenant-based assi stance under
Section 8.

Section 18 of the 1937 Act would not apply to the denolition
of devel opnents approved under this section.

The term "supportive services" would include all activities
that woul d pronmote upward nobility, self-sufficiency, and
i nproved quality of l[ife for the residents of the public housing
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devel opment involved, including literacy training, job training,
day care, and econom c devel opnent activities.

There woul d be authorized to be appropriated for grants
under this section, $524,000,000 for FY 1998 and such sums as nay
be necessary for each of fiscal years 1999 through 2002.

The Secretary could use up to 2.5 percent of the anobunt
appropriated each year for technical assistance, program
oversight, and fellowships for on-site PHA assistance and
suppl enental education. Technical assistance could be provided
directly or indirectly by grants, contracts, or cooperative
agreenents, and could include training, and the cost of necessary
travel for participants in such training, by or to officials of
HUD, of PHAs, and of residents. HUD could use techni cal
assi stance funds for programoversight to contract with private
program and constructi on managenent entities to assure that
devel opment activities are carried out in a tinely and cost-
ef fecti ve manner.

SEC. 117. PERFORMANCE EVALUATION BOARD.

Section 117 woul d establish a Performance Eval uati on Board
to assist the Secretary in inproving and nonitoring the system
for evaluation of PHA performance. This includes studying and
maki ng recommendations to the Secretary on the nost effective,
efficient and productive nethod or nethods of evaluating the
per formance of PHAs, consistent with the overall goal of
i nprovi ng managenent of the public housing and choi ce-based
rental housing prograns.

Section 117(b) authorizes a board with at | east 7 nenbers
with rel evant experience, to be appointed by the Secretary as
soon as practicable, but not later than 90 days after enactnent
of the act. |In appointing nenbers, the Secretary would have to
assure that at |east one nenber of the board has each of the
fol |l ow ng backgrounds: public housing authority organizations;
public housing resident organizations; real estate nanagenent,
finance, or devel opnent; and | ocal governnent.

The board woul d have five functions, as needed. First, the
board woul d exam ne and assess the need for further nodifications
to or replacenent of the Public Housing Managenent Assessnent
Program under section 6(j) of the 1937 Act. Second, the board
woul d exam ne and assess nodels that are used in other industries
or public prograns to assess the performance of recipients of
assi stance, including accreditation systens, and the
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applicability of those nodels to public housing and choi ce-based
rental housing. Third, the board woul d devel op standards for

pr of essi onal conpetency for the public housing industry,

i ncl udi ng net hods of assessing the qualifications of enployees of
PHAs, such as systens for certifying the qualifications of

enpl oyees. The board could undertake this function either

itself, or through another body. Fourth, the board woul d devel op
a systemfor increasing the use of on-site physical inspections
of public housing devel opnents. Fifth, the board would devel op a
system for increasing the use of independent audits, as part of
the overall system for evaluating the perfornmance of PHAs.

The board would issue two interimreports on its activities
-- the first not later than 3 nonths, and the second not |ater
t han one year, after the appointnent of the seventh nenber of the
board. The board would issue a final report with recomendati ons
one year after the second interimreport is issued. The final
report would include findings and recomendati ons of the board
based upon the functions carried out under this section.

After the board issues its final report, it may be convened
by its chair, upon the request of the Secretary, to reviewthe
performance and results of its activities. The board would have
a duration of 7 years.

The Secretary woul d be authorized to use any anmounts
appropri ated under the head Preserving Exi sting Housing
| nvest ment, or predecessor or successor appropriation accounts,
w thout regard to any earmarks of funding, to carry out this
section.

SEC. 118. ECONOMIC DEVELOPMENT AND SUPPORTIVE SERVICES FOR
PUBLIC HOUSING RESIDENTS.

Section 118 woul d provide authority to conbine the fornerly
separate Tenant Qpportunity Program (TOP) and Econom c
Devel opnent / Supportive Services (EDSS) grant progranms into one
conpetitive grant program under a new section 28 of the 1937 Act.
The EDSS grants have previously been authorized through
appropriations. Under this program public housing authorities,
resi dent managenent or other resident groups, and other
organi zations will conpete for one pot of funding. These groups
may use grants under this section to undertake activities that
wi || provide supportive services to residents as well as
encourage resident self-sufficiency and econom ¢ devel opnent
activities in support of resident self-sufficiency. G antees
nmust be able to | everage a $2 matching contribution for every $1
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granted under this program No nore than 50 percent of the match
may be in the formof an in-kind contribution. The |anguage al so
aut horizes the Departnent to set aside a portion of funds to be
awar ded for technical assistance to and on behalf of grantees.

Per manent aut horization of this grant programis an
extension of the Departnent's efforts to encourage resident self-
sufficiency. The dual influences of welfare reform and
restricted financial resources at the federal |evel have
reinforced this need to support resident efforts to becone or
remai n econom cally and otherw se self-sufficient and increase
tenant inconmes in general. These grants will provide financial
and technical support to the efforts of PHAs, resident groups,
and ot her organizations, to assist famlies that are noving to
i ndependence, work, or better work. Eligible activities to this
effect include the provision of supportive services, job
readi ness activities (including education, job counseling,
transportation and child support) and econom c devel opnment
activities.

In addition to providing authorization for appropriations,
however, this legislation will create a nore effective grant
programin a nunber of ways. First, it conbi nes what were
formerly two separate conpetitions into one conpetitive process.
This merger will reduce adm ni strative burdens on the Departnent
and applicants while allowing the Departnment to sel ect the best
prograns and applicants nationally fromone pool. Second,
| everaging requirenents will ensure that grantees are truly
commtted to providing the best program possible. Leveraging is
also likely to encourage coordinati on and partnershi ps between
organi zations with simlar purposes. Third, grantees choosing to
offer job training and placenent services will be selected on the
extent to which they coordinate their services with those offered
under other Federal prograns. This will ensure maxi mum
coordi nati on between Federal prograns. Fourth, to ensure
financial effectiveness and accountability, the Secretary could
require that resident-group grantees utilize PHAs as grant
admnistrators. Finally, this | anguage adds a new set-aside for
techni cal assistance and cl eari nghouse services. These
activities will enhance the Departnent's capacity to facilitate
best practices and nmaxi m ze program effectiveness anong grant ees.

SEC. 119. PENALTY FOR SLOW EXPENDITURE OF MODERNIZATION FUNDS.

Section 119 would delete current section 14(k)(5) of the
1937 Act and replace it to provide that a PHA woul d have to
obligate its nodernization assistance within 18 nonths of the
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date funds becone available to the PHA for obligation. HUD may
extend this tinme period for up to 1 year if a PHA's failure to
obligate its assistance is due to events beyond the PHA s
control. HUD may al so provide an exceptions (a) for de mnims
anounts; (b) to allow a small PHA to accunul ate sufficient
funding for nodernization needs; and (c) for any PHA to

accunul ate enough fundi ng for replacenent housing.

HUD may not award noderni zation assistance for any nonth in
a year in which the PHA has funds unobligated in violation of the
18-nonth requirenment for obligation of assistance, above. During
such a year, HUD woul d have to withhold all nodernization
assi stance which woul d otherw se be due the PHA. |If the PHA
cured its default during the year, then it would be provided with
the share attributable to the nonths remaining in the year. Any
funds not provided to the PHA woul d be added to the pool of funds
available to all PHAs in the follow ng year.

| f HUD has consented, before enactnent of this provision, to
an obligation period for any PHA that is |onger than that
provided in this provision, then that PHA woul d not be deened to
be in violation of the 18-nonth obligation requirenent described
above. However, notw thstanding any prior HUD consent, all funds
appropriated in FY 95 and prior years would have to be fully
obligated in FY 98, and all funds appropriated in FY 96 and 97
woul d have to be fully obligated in FY 99.

In addition, a PHA nust spend any noderni zation assi stance
within 4 years (plus the period of any extension approved by the
Secretary under subparagraph (A)) of the date funds becone
avai lable to the PHA for obligation. HUD may enforce this
requi renent through default renmedies up to and including
wi t hdrawal of the funding. Any obligation entered into by a PHA
shal |l be subject to the right of HUD to recapture the anmounts for
violation by the PHA of this requirenent.

SEC. 120. DESIGNATION OF PHAS AS TROUBLED.

Section 120 anends section 6(j) of the 1937 Act to provide
that the Departnment may designate a public housing authority as
troubled if it fails to provide acceptabl e basic housing conditions
to residents. Section 120(a) adds an additional indicator to the
list of statutory managenent assessnent indicators under 6(j)(1)(A)
(as anended by section 107 and 108 of this bill) that will reflect
whet her an authority is providing acceptable housing conditions.
Section 120(b) provides that a housing authority that fails to
provi de acceptable physical conditions wll be automatically
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desi gnated as troubl ed under section 6(j)(2)(A) (i) of the 1937 Act,
even if the HA does not neet any other criteria for troubled
desi gnati on. Finally, section 120(c) adds |anguage to section
6(j)(2)(A) (i) of the 1937 Act to provide authorization for an
alternative evaluation system to the indicators established in

6(j)(1)(A).

Section 120 will give the Departnent the ability to strengthen
the evaluation system for public housing agencies, particularly
with regard to their ability to provide acceptable housing
conditions to famlies living in public housing. A commobn concern
regarding the currently-authorized systemof indicators is that it
fails to conpletely reflect the quality of the physical conditions
of public housing devel opnents. Section 120 would address this
concern.

SEC. 121. VOLUNTEER SERVICES UNDER THE 1937 ACT.

Section 121 woul d anmend section 12(b) of the 1937 Act by
revi sing the existing exception to Davi s-Bacon wage standards for
volunteers so that it is consistent with the vol unteer exceptions
applicable to other statutes under the Community | nprovenent
Vol unt eer Act of 1994 and with the volunteer principles of the
Fai r Labor Standards Act. Conform ng changes woul d al so be nade
to section 7305 of the Community | nprovenent Vol unteer Act of
1994.

These anendnents are needed to provide adm nistrative and
Fair Labor Standards Act consistency and inportant protections
agai nst abuse by ensuring the exception is only applicable to
bona fide vol unt eers.

SEC. 122. AUTHORIZATION OF APPROPRIATIONS FOR OPERATION SAFE
HOME PROGRAM.

Section 122 authorizes appropriations for the Operation Safe
Hone programin the amount of $20 million for fiscal year 1998
and such suns as may be necessary for fiscal years 1999 through
2002. Currently, Operation Safe Honme is authorized on a yearly
basis in appropriations |anguage.

Through Operation Safe Home, the HUD Inspector General's
O fice brings together a coalition of agencies to conbat crim nal
and gang activity in public housing. Residents, nmanagers and
vari ous Federal and |ocal |aw enforcenent agenci es work together
to reduce crine in the comunity.
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TITLE 11--SECTION 8 STREAMLINING AND OTHER PROGRAM IMPROVEMENTS

SEC. 201. PERMANENT REPEAL OF FEDERAL PREFERENCES.

Section 201 woul d nmake pernmanent the suspension of the
federal preference criteria for selection of tenants in public
housi ng, Section 8 prograns, the Section 202 program and the
rent supplenment program Prior to their tenporary suspension by
the 1996 Continuing Resol ution, federal preferences nmandated that
PHAs give a preference, in selecting tenants, to applicants in
the follow ng categories: famlies involuntary displaced,
famlies living in substandard housing, or famlies paying nore
than 50% of inconme as rent. The suspension of federal
pref erences expires on Septenber 30, 1997.

The permanent repeal of federal preferences would nean that
for the public housing, Section 8 existing and noderate
rehabilitation, and Section 8 voucher progranms, a PHA would be
permtted to establish a system of |ocally-designed tenant
sel ection preferences, rather than having to use preferences
required by federal rules that restrict public housing to the
very poor. However, |ocal preferences would have to be based
upon |l ocal housing needs and priorities, as determ ned by the PHA
using generally accepted data sources, including any information
obt ai ned pursuant to an opportunity for public conment under this
provi sion, under the citizen participation requirenents
applicable to the PHA plan, and under the requirenents of the
jurisdiction's HUD approved Consolidated Plan strategy.

Repeal of the federal preference is an inportant tool for
PHAs to use in transform ng public housing. |In particular, a PHA
woul d be able to devel op | ocal preferences that increase the
nunber of working famlies in public housing, and pronote working
comuni ties.

SEC. 202. [INCOME TARGETING FOR PUBLIC HOUSING AND SECTION 8
PROGRAMS.

Section 202 woul d anend section 16 of the 1937 Act with
regard to incone eligibility and targeting for public and
assisted housing. It would strike a balance by giving PHAs
flexibility, while ensuring access to public and assisted housing
for the | owest incone famlies. PHAs would be able to serve
househol ds with a broad range of inconmes, allowng themto
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i ncrease revenues and create economcally m xed communities. At
the sane tinme, PHAs woul d continue to use scarce public housing
resources to serve households wth the nost severe housing needs.

For public housing and Section 8 project-based assistance
(1 ncluding noderate rehabilitation and project-based
certificates), the current law which limts eligibility to
famlies whose incone does not exceed 80% of the median incone
for the area would be retained. However, within that eligibility
range, in a given year, at |east 40% of new public housing and
Section 8 project-based assistance (other than project-based
certificate and noderate rehabilitation) adm ssions woul d be
required to be households with inconmes at or bel ow 30% of the
medi an i ncome for the area and at | east 90% of new adm ssi ons
woul d be required to be households with inconmes at or bel ow 60%
of the median income for the area. On a public housing
devel opnent - by- devel opnent basis, at |east 40% of households in
occupancy woul d be required to have i ncones bel ow 30% of the
medi an i ncome for the area.

Under section 203, Merger of Tenant-Based Assi stance,
eligibility for the tenant-based certificate programgenerally
woul d be restricted to famlies with incones at or bel ow 50% of
the nedian incone. |In addition, section 202 provides that at
| east 75% of the famlies admtted to a PHA s conbi ned tenant -
based certificate, project-based certificate and noderate
rehabilitation progranms nmust be famlies whose i ncones do not
exceed 30% of the nedian incone for the area. This additional
target for adm ssion of famlies whose incones are at or bel ow
30% of medi an i nconme assures that assistance is continued to be
directed to those with the greatest needs.

This provision targets tenant-based assi stance to very-1|ow,
and particularly, extrenely-low incone famlies for several
reasons. First, these targets will provide sonme limts on
eligibility that have been provided in the past by mandatory
federal preference requirenents on adm ssions, which were
applicable to 90% of all adm ssions to the tenant-based
certificate and voucher prograns and establishnment. These
federal preferences have been tenporarily repeal ed through
appropriations acts, and the Departnent has proposed their
per manent repeal. The new conbination of strict targets and
| ocal | y-established preferences would produce a | ocally-
responsi ve systemthat continues to serve the neediest famlies.

Second, targeting the tenant-based programto the | owest-
inconme famlies wll conpensate for efforts to broaden the range
of incomes served and deconcentrate poverty in public housing.
Concerns about concentrations of extrenely |lowincone famlies
are not as strong in the context of portable assistance as they
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are in public housing. (Under the federal preference system
this difference between the tenant-based and public housing
prograns was reflected in the application of federal preferences
to 90% of tenant-based assi stance but only 50% of public housing
adm ssions.)

Third, the tenant-based targeting requirenents would nore
effectively allocate portable resources to famlies nost in need
of greater nobility and housi ng choi ces.

For both the public housing and the Section 8 prograns,
i ncone targeting would be applied on the basis of new adm ssions
in a given year, rather than on the basis of households in
occupancy. This ensures that nopst housing assistance that
becones available in a given year would be offered to the
famlies with the greatest needs. Wth "households in occupancy"
i ncome targeting, a PHA or owner could offer assistance only to
relatively higher inconme famlies until it canme up against the
overall targeting restrictions. Gven the current concentrations
of very low inconme househol ds receiving assi stance, PHAs and
owners could admt relatively higher-incone famlies for years
before hitting the restrictions.

Al though requiring overall incone targets to be applied on
t he basis of new adm ssions, this provision wuuld grant PHAs the
flexibility to apply inconme targets on a "households in
occupancy"” basis to individual public housing devel opnents. On a
devel opnent - by- devel opnent basis, the PHA woul d have to ensure
that at |east 40%of all units were reserved for households with
i ncomes bel ow 30% of the nedian incone for the area (with
remai ni ng households up to the eligibility limt of 80% of the
medi an i ncone for the area).

Allowing this potential acceleration of the adm ssion of
relatively higher-inconme famlies into a devel opnent is inportant
for several reasons. First, it would permt a PHA to make nore
dramatic interventions into particularly distressed devel opnents.
Second, it would permt PHAs to develop rent policies in response
t o nei ghbor hood markets, encouragi ng an asset-nmanagenent approach
to the stock. Finally, the other targeting requirenents--40% of
all units reserved for households with incones at or bel ow 30% of
the nmedi an income for the area, and PHA-w de targets based on
adm ssions--woul d mean that PHAs coul d not exclude the needi est
famlies fromeither that devel opnment or assisted housing in the
authority in general.

SEC. 203. MERGER OF TENANT-BASED ASSISTANCE PROGRAMS.
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Section 203 woul d nerge the existing Section 8 tenant-based
Rental Certificate and Rental Voucher Progranms under a revised
section 8(0) of the U S. Housing Act of 1937. This proposal
woul d al so make necessary conform ng and techni cal changes and
repeal obsol ete and unnecessary provisions.

Subsection (a) would establish the new nerged program --
called the Certificate program-- in an anended section 8(0).
The followi ng references to the provisions of section 8(0) refer
to the proposed version, except where noted.

Section 8(0)(1) would provide the basic authorization for
HUD to provi de assistance under the new nerged program It is
based on the existing section 8(0)(1), anended to nmake explicit
in section 8(0)(2) that the paynent standard could not be |ess
t han 80% nor nore than the section 8 existing housing FMR or, in
a submar ket area, 120% of the FMR

The paynent standard feature would allow PHAs to establish
paynent standards bel ow the HUD-established FMRs to refl ect | ocal
rents, or to assist nore famlies by providing a shallower
subsidy. PHAs could react nore quickly to changing real estate
prices than is possible under the current Certificate program FMR
system PHAs would continue to determ ne that every contract
rent i s reasonabl e based on the rents of conparable units.

HUD woul d be authorized to review PHA requests to adopt a
hi gher paynment standard for a designated part of the market area,
such as for a locality or part of a county. This review process
woul d be simlar to the process now used by HUD in revi ew ng and
approving locality exceptions to FMRs justified by rents for
submarkets that are higher than the average rent for the entire
FMR ar ea.

Section 8(0)(3) would establish the fornmula for determ ning
rental assistance. For assistance under the nerged program after
Cctober 1, 1998 (and to the extent shopping incentive funds are
appropriated), the nonthly assistance paynent for famlies that
nmove fromtheir pre-programunit would be the | ower of (a) the
di fference between the paynent standard and the famly
contribution (higher of 30% of adjusted inconme, 10% of gross
incone, welfare rent and, if applicable, the $25 m ninumrent)
and (b) the difference between the rent (plus any utility
al l ownance) and 10% of gross incone. For all other famlies, the
assi stance paynent is the lower of (a) difference between the
paynment standard and the famly contribution and (b) the
di fference between the rent (plus and utility allowance) and the
famly contribution.
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It is noted that the shopping incentive is currently
applicable to voucher famlies and is not applicable to

certificate famlies. It is anticipated that nost voucher
famlies that currently pay |ower rent because of the shopping
incentive feature will continue to receive a shopping incentive

under the "ol d" voucher programuntil they nove to a new unit and
transfer to the "new' tenant-based program Therefore if funds
are appropriated for paynent of a shopping incentive, it is
likely that famlies currently receiving a shopping incentive
will be eligible to receive one under the new programif they
continue to rent a unit wwth a rent bel ow the paynent standard.

As under current section 8(0)(3)(A), very |owincone
famlies could receive a tenant-based certificate. In addition
famlies wth incomes up to 80% of the nedian incone for the area
coul d recei ve tenant-based assistance, if they neet eligibility
criteria specified by HUD such as |owinconme famlies previously
assi sted under the 1937 Act. The new certificate program does
not use the voucher nodel, which identifies specific categories
of famlies who may receive a voucher even if their incone is
above 50% of the area nedian (but no nore than 80%, such as
famlies that qualify to receive a voucher in connection with a
HOPE honmeownership program The voucher nodel is too narrow and
conplicated and cannot cover all categories of famlies that
shoul d be included since that list wll continue to change over
time. Providing for exceptions specified by HUD t hrough
regul ations would allow a nore flexible vehicle for granting
exceptions to appropriate categories of famlies w thout
| egi sl ati ve change.

Section 8(0)(5) would retain the current provision in
section 8(0)(4) that if a famly vacates a unit, no assistance
paynment may be nmade with respect to the unit after the nonth
during which the famly vacated the unit.

Section 8(0)(6) would include the current Voucher program
requirenents for a PHA to inspect units to assure they neet
housi ng qual ity standards.

The first sentence of section 8(0)(5) of existing | aw would
not be included. That section includes a requirenent that the
initial termfor an ACC under the voucher program nmust be 5
years. This is not the current practice for either the
certificate or voucher programand there is no reason to retain
it here.

The provisions for cooperative and nutual housing in section
8(0)(7) of existing |aw woul d be del et ed because they are no
| onger necessary now that a tenant-based section 8 honmeownership
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programis available to | owinconme famlies under section 8(y).
The homeowner shi p program provi des a broad authorization for use
of section 8 tenant-based assistance for honeownership, including
cooperatives and nmutual housing. In addition, section 8(y) is
being revised to allow participation of famlies who already own
their cooperative or nutual housing units. This revision is
necessary so that cooperative homeowners who are not first-tine
homebuyers woul d continue to be eligible for section 8 subsidies
if the other requirenents of section 8(y) are net.

Section 8(0)(6)(B) of existing | aw woul d be repeal ed. That
section requires each ACC be in an anount equal to 115% of the
esti mat ed aggregate anount of assistance during the first year of
the contract. This is an excessive anount for a one year ACC

Section 8(0)(8) of existing | aw woul d be repeal ed. That
section authorizes HUD to use up to 5% of avail abl e budget
authority as an adjustnent pool, to support higher subsidy needs
where a PHA adjusts its paynent standards.

Section 8(0)(9) of existing | aw woul d not be retained, since
it 1s unnecessary. It authorizes HUD to enter into contracts to
provi de vouchers for replacing public housing transferred under
the HOPE 1 program

The new section 8(0)(8) would apply rent reasonabl eness
requi renents to the nmerged program The special rule in the
penul ti mate sentence of section 8(c)(1l) for determ ning rent
reasonabl eness for units that are exenpt fromlocal rent contro
woul d be repeal ed.

Sections 8(d)(2) and 8(0)(12) of existing |law that authorize
assi stance for project-based certificates and manufact ured
homeowners who rent pads woul d be repeal ed and new famlies and
units could not be assisted under these provisions. These are
adm ni stratively conpl ex subprograns within the tenant-based
program which are rarely used, and not justified in tinmes of
di m ni shed HUD and PHA resources.

Subsections (b), (c) and (d) would contain m scell aneous
techni cal and conform ng anendnents. |In addition, obsolete and
unnecessary provisions would be repeal ed.

SEC. 204. SECTION 8 ADMINISTRATIVE FEES.

Section 204 would nake a technical correction in the
cal culation of admnistrative fees for FY 1997 in connection with
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the Certificate, Voucher, and Mderate Rehabilitation prograns.
This section would establish FY 1997 fees equal to 7.65% of the
base anmount for the first 600 units, whereas HUD s FY 1997
appropriations Act provides for 7.5% of the base anount.

Thi s anendnent would restore the Section 8 adm nistrative
fee provisions to those proposed in the Adm nistration's budget
for fiscal year 1997

SEC. 205. SECTION 8 HOMEOWNERSHIP.

Section 205 woul d make several inprovenents to the authority
in section 8(y) of the 1937 Act that permits famlies to use
section 8 tenant-based assistance under the Certificate program
for homeowner shi p.

Paragraph (1) would give PHAs the discretion to determ ne
whet her famlies may use tenant-based assistance for
homeowner shi p and woul d make use of | ease-purchase agreenents
explicitly eligible. Current law gives famlies the discretion
to use their assistance for honeownership.

Paragraph (2) would permt famlies that own or are
acquiring shares in a cooperative to receive section 8(y)
homeowner shi p assi st ance.

Paragraph (3) and (4) would elimnate the alternative
requirenent that a famly participate in the Famly Self-
Sufficiency (FSS) program under section 23 of the 1937 Act.
Current law requires that a famly participate in the FSS program
or denonstrate it has sufficient inconme. 1In addition, these
paragraphs would nodify eligibility requirenents to allow the
Secretary to determ ne the anmount and type of earned incone
(e.g., afull-tinme or several part-time jobs). Elderly and
di sabl ed honebuyers coul d be excepted fromthe earned i ncone and
enpl oynent duration requirenents. Current |aw requires that
homebuyers have incone (other than public assistance) that is not
| ess than twice the paynent standard and that they be enpl oyed
for a period specified by the Secretary.

Par agraph (5) would authorize targeting of honeownership
assistance to certain famlies for certain program purposes such
as to famlies assisted in connection with the FHA nultifamly
denonstrati on under section 212 of the Departnents of Veterans
Affairs and Housi ng and Urban Devel opnment, and | ndependent
Agenci es Appropriations Act, 1997.
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Par agraph (6) would nodify the subsidy fornmula by renoving
t he shoppi ng incentive under the honmeownership program The
shoppi ng incentive for the rental voucher programpermts a
famly to retain the savings if it rents a unit for |less than the
paynment standard so long as it pays at |east 10% of gross inconme
for rent. |In addition, paragraph (6) would amend the assi stance
formul a so assistance is based on the highest of 30% of adj usted
i ncome, 10% of gross incone, welfare rent, or mninmumrent, as is
the case for the rental program Paragraph (6) would al so renove
the requirenment that HUD exclude fromfamly inconme an anount
inmputed fromthe equity of the famly in the hone.

Par agraph (7) woul d redesignate the current paragraphs (6),
(7), and (8) as paragraphs (8), (9), and (10).

Paragraph (8) would revise the inspection requirenents,
revise the conplicated and restrictive recapture rule, renove the
limtation on assistance being provi ded under other prograns,
revise current downpaynent requirenents, establish a reserve for
replacenent, and limt the use of tenant-based assistance for
homeowner shi p.

The recapture provision was revised to require that both the
PHA and the famly share any net sale proceeds and that the PHA
portion of any recaptured sale proceeds be used for tenant-based
subsi dies. The downpaynent provision was revised to require the
homebuyer to contribute a significant portion of the downpaynent
fromits own resources, including any sweat equity.

Paragraph (8) limts the nunber of honeownership units to 10
percent of a PHA's total tenant-based units and 5 percent of al
t enant - based units nationw de. Further, this paragraph requires
a pre-purchase inspection by an independent professional, and
that any cost of necessary repairs be paid by the seller. The
certificate programrequirenent that each assisted unit pass an
initial and annual HQS inspection would not apply to
homeownership units. In addition, paragraph (8) requires each
famly to set aside 1 percent of the nonthly nortgage principa
and interest paynent for 5 years in a reserve for repairs and
repl acenents. Any bal ance in the replacenent reserve account at
the end of the 5 year period wll revert to the honebuyer.

Par agraph (8) would al so authorize the Secretary to
establish additional programrequirenents such as a limt on the
time a famly could receive assistance under the homeownership
program and to nmake appropriate program nodifications for |ease-
pur chases.
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Unnecessary FSS escrow provisions in the current section
23(d)(3) and current 8(y)(7)(A (iii) would be repeal ed by
paragraph (9) and subsection (b).

Par agraph (10) would prohibit adding famlies to the Section
8 honmeownershi p program after Septenber 30, 2002. HUD would al so
be required to evaluate the programafter this 5-year sunset
peri od.

These provisions woul d make the Section 8 homeownership
program wor kabl e by all owi ng | ease- purchase and cooperative
arrangenments; nodi fying the recapture and downpaynent provisions;
elimnating rigid self-sufficiency requirenents as well as the
bar on receipt of other subsidies; restricting the nunber of
homeownership units to ensure that tenant-based program conti nues
to address renter needs; elimnating overly restrictive
provisions with respect to the disabled; substituting a pre-
purchase inspection for the rental certificate program HQS
requi renents; and clarifying the subsidy structure.

SEC. 206. WELFARE TO WORK CERTIFICATES.

Section 206 woul d aut horize, subject to appropriations,
t enant - based certificate funding for a welfare to work
denonstration and for technical assistance in connection with the
denonstration. Funding woul d be awarded to col | aboratives
consisting of a welfare agency and one or nore PHAs. Each
col | aborative woul d propose a program design that is consistent
wth the state-wide welfare reforminitiative, addresses | ocal
housi ng mar ket conditions, and shows significant prom se of
assisting famlies in maintaining enploynment or making the
transition fromwel fare to work.

Tenant - based assi stance can support welfare to work efforts
by providing famlies with a stable and secure place to live
while they get the training they need, seek enpl oynent, and make
the transition to self-sufficiency. Housing costs are often
unaffordable for famlies working at | ow wage jobs, so housing
assi stance can play a crucial role in easing the transition from
wel fare to self-sufficiency. Among working poor famlies with
children -- those with inconmes bel ow 30 percent of nedian, which
is roughly the equivalent of the poverty level -- 675,000 (67
percent of those not receiving housing assistance) have acute or
wor st - case housi ng needs. Usually this neans they are paying
over half their income for rent; sonetines they are also living
in severely substandard housi ng. Tenant-based assi stance all ows
famlies to choose housing in locations that best neet their
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i ndi vi dual needs, enabling themto nove if necessary to gain
access to jobs, schools, training, and other opportunities.

The Secretary woul d be authorized to waive statutory
certificate programrequirenents (or specify substitute
requi renents) such as the anmount of rental assistance, the famly
contribution towards rent, and the anount of rent to the owner.
This will allow the PHA wel fare agency col | aboratives to design
prograns that provide benefit phase-downs, reductions in subsidy
for dropping out of a self-sufficiency program and other work
i ncentives.

Recei pt of welfare to work certificates would not require
the PHA to increase the size of its FSS program

SEC. 207. EFFECT OF FAILURE TO COMPLY WITH PUBLIC ASSISTANCE
REQUIREMENTS.

Section 207 woul d anmend Section 3(a) of the 1937 Act to
provide that there be no reduction in public or assisted housing
rents in response to a tenant's reduced incone resulting from
non-conpliance with welfare or public assistance program
requi renents. However, the provision would permt such a
reduction where a famly's welfare benefits are reduced because a
State or local lawlimts the period during which benefits may be
provi ded.

Under the rent setting provisions of current law, a famly's
rent is reduced when its incone declines, including when the
decline is froma drop in welfare benefits. Under this
provi sion, a PHA would continue to determine a famly's rent as
it does under current |aw unless and until the PHA receives
witten notification fromthe relevant welfare or public
assi stance agency specifying that the benefits of the famly had
been reduced because of nonconpliance with welfare program
requi renents and the | evel of such reduction.

Public housing famlies covered by this provision would have
the right to review any determ nations nmade through the
adm ni strative grievance procedures established under section
6(k) of the 1937 Act.

This provision would not authorize any PHA to limt the
duration of tenancy in a public housing dwelling unit or of
t enant - based assi st ance.
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I n some househol ds that have had their rent frozen after
bei ng dropped from wel fare assi stance for nonconpliance, the head
of household or other famly nenber may obtain a job. Incone
fromthat job, up to the anount of the reduction for
nonconpl i ance, woul d be excluded fromrent or famly contribution
cal cul ations during the period the famly woul d ot herw se be
eligible for welfare or public assistance benefits under the
program

This provision woul d support resident responsibility and
wel fare reform and di scourage residents from non-conpliance with
wel fare or public assistance programrequirenents. However, it
is possible that some famlies would neet all requirenments of
their welfare assistance prograns, but would be unable to find
work prior to the expiration of any State or local time limts on
assi stance. This provision would allow rent reductions for
famlies in that situation.

SEC. 208. STREAMLINING SECTION 8 TENANT-BASED ASSISTANCE.

Section 208 woul d make permanent the suspension of three
section 8 tenant-based assistance requirenents ("take-one, take-
all," 90-day notice for the Certificate and Voucher prograns, and
endl ess | ease) that have been suspended since HUD s FY 1996
appropriations Act.

The "take-one, take-all" provision in section 8(t) of the
1937 Act required owners who have entered into a housing
assi stance paynent (HAP) contact on behalf of any tenant in a
multifam |y housing project to | ease any available unit in the
project to an otherwi se qualified holder of a certificate or
voucher.

The 90 day notice provision for the Certificate and Voucher
prograns required that owners notify tenants 90 days prior to the
termnation (and expiration if a rent increase will result) of a
contract.

The endl ess | ease provision required that owners not
term nate tenancy, except for serious or repeated violations of
the |l ease, the law, or for other good cause. This section would
limt this requirenent to the | ease term

The effect of these anendnments is to reduce the Section 8
t enant - based assi stance programli s adm ni strative burden, reduce
potential exposure of participant landlords litigation, and make
the |l andl ord-tenant relationship nore closely resenble that of
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the private market. Permanent enactnent of these neasures should
encourage |l andlords to participate in the program thus expanding
the program s avail abl e housi ng st ock.

SEC. 209. [INCOME VERIFICATION.

Section 209 woul d repeal the sunset in current |aw regarding
HUD access to certain tenant incone information contained in |IRS
data or information held by certain State agenci es.

Subsection (a) would anmend Title 3 (Unenpl oynent |nsurance)
of the Social Security Act to repeal the term nation date
(Cctober 1, 1994) for certain provisions providing HUD access to
State enpl oynent-rel ated i nformation.

Subsection (b) would amend the Internal Revenue Code (I RC)
to repeal the termnation date (Septenber 30, 1998) for certain
housi ng program di scl osure authority.

The Departnent supports neasures that increase HUD s ability
to establish and verify correct tenant incones while protecting
tenants' privacy rights. These provisions are tools to help HUD
verify applicants' wage and inconme data and stop individuals who
defraud the government. The GAO has found that unreported incone
abuse is a serious problem

SEC. 210. NONDISCRIMINATION AGAINST CERTIFICATE AND VOUCHER
HOLDERS.

Section 210 provides that owners of nultifamly projects
assisted wth federal funding (such as project-based assistance
under the 1937 Housing Act, CDBG HOVE, |owincone tax credits,
enmergency shelter grants under the MKinney Honel ess Assi stance
Act, and FHA nortgage insurance) nust not refuse to | ease a
reasonabl e nunber of units to famlies wth Section 8 tenant-
based certificates because of the status of prospective tenants
as assisted famlies. The Secretary would be authorized to
establish reasonable tine frames for applying this requirenent,
taking into account the total anmount of federal assistance and
the share of federal assistance relative to the total
devel opnment, rehabilitation, financing or other cost.

The purpose of this amendnent is increase the nunber of
units available for leasing to certificate holders. It will also
ensure that owners of projects that receive federal assistance
treat assisted famlies fairly.
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SEC. 211. RECAPTURE AND REUSE OF ACC PROJECT RESERVES UNDER THE
TENANT-BASED ASSISTANCE PROGRAM.

This section would authorize the Secretary to recapture
excess funding froman agency's Annual Contributions Contract
(ACC) reserve account. Once recaptured, the Secretary may hol d
recaptured amounts in reserve until needed to anmend or renew such
contracts with any agency.

Thi s provision enhances the Departnent's ability to allocate
scarce resources in an efficient and effective manner. The
provi sion enables the Departnent to redistribute funds fromthe
accounts of agencies that do not have an imedi ate need for them
to those agencies where need is imediate. In this way, the
Department can be sure that it is fully utilizing appropriated
funding at all tines.

SEC. 212. EXPANDING THE COVERAGE OF THE PUBLIC AND ASSISTED
HOUSING DRUG ELIMINATION ACT OF 1990 TO INCLUDE
OTHER TYPES OF CRIME AND TO PROVIDE FORMULA
FUNDING.

Section 212 would substantially revise the current
authorizing |legislation for the Public Housing Drug Elimnation
Program aut hori zed under the Public and Assi sted Housi ng Drug
Eli mnation Act of 1990 (Drug Elimnation Act). The proposed
| anguage in section 212(a) would reflect and authorize the
expansion of the programlis coverage from "anti-drug-rel ated
crime" to the broader "anti-crine," by conform ng | anguage to
that effect throughout the Drug Elimnation Act. Section 212(b)
of the proposed bill makes anmendnents to section 5125 of the Drug
El i mnation Act that would convert the grant allocation
nmet hodol ogy for PHAs from conpetitive to fornul a-based. Section
212(b)(2) grants the Secretary the authority to w thhold,
wi t hdraw, or deny funds to authorities that do not perform well
on a security indicator established by the Secretary. In
addi tion, planning and reporting requirenments on these grants are
i ncorporated into housing authorities' Plan subm ssions under
section 212(c). Section 212(d)'s anendnents to section 5130 of
t he PAHDEA Act woul d aut horize appropriations, repeal the
mandatory five percent set-aside for Youth Sports and create a
new t echni cal assi stance and cl eari nghouse servi ces set-asi de.

The anended | anguage proposed in sec. 212(a) woul d authorize
the Departnent and its grantees to undertake activities that
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woul d elimnate not only drug-related but all crinme and those
commtting and facilitating it from public and assisted housi ng.

The proposed | anguage in 212(b) will update and streaniine
the Drug Elimnation Gants programfor public and tribal housing
authorities. It wll also build in sanctions for poor
performance to build responsibility into deregul ation. The
primary mechani smfor doing so is the conversion of the program
fromconpetitive to fornul a-based all ocation. Converting the
Drug Elimnation Gants programfor PHAs to a formul a- based
programw || facilitate strategic program planning and desi gn
t hrough the provision of a predictable source of funds (subject
to appropriations), which the current conpetitive system does
not. Fornula grants also conformto the realities of HUD s
staffing and fiscal constraints now and in the com ng years.

Eli mnation of staff-intensive conpetitive processes woul d make
it possible for the Departnment and authorities to allocate
preci ous staff resources nore effectively.

The new formul a grant woul d al so be perfornmance-based,
however. Section 212(b)(2) wll enable the Departnent to
wi thhold, withdraw, or deny funds under this section to housing
authorities that do not performwell on security indicators
established by the Secretary.

Section 212(c) stream ines the program by reducing the
reporting burden on Has participating in the formula program
Currently, housing authorities nust submt financial and
performance reports on the execution of funds received under this
program on sem -annual basis. A conprehensive annual report on
all anti-crinme and anti-drug activities conducted by PHAs is one
conponent of the PHA Plan proposed by the Departnent under
Section 106 of this bill. Section 212(b) renoves current
requi renents for separate sem -annual reporting on Drug
Elimnation Gants and allows PHAs to report on activities
conducted with these funds as part of the PHA Plan. Section
212(b) also allows tribal housing authorities to report on Drug
Eli mnation Gant execution through a simlar security and anti -
crime conponent of the Indian Housing Plan that was established
under the Sec. 102 of the Native Anerican Housi ng Assi stance and
Sel f-Determ nation Act of 1996

The proposed | anguage in 212(d) updates the progranis
appropriations set-asides to reflect current needs. This
| anguage permanently elimnates the mandatory set-aside for the
Youth Sports program which is duplicative of activities eligible
under the larger programand, nore inportantly, also requires a
separate conpetition for allocation. WMintenance of a separate
Yout h Sports program set-aside runs counter to the Departnent's
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efforts to devol ve programdesign to PHAs and to elim nate

adm ni strative burdens on the Departnent and authorities. This

| anguage does add a new set-aside for technical assistance and

cl eari nghouse services. This set-aside is necessary to enhance
the Departnent's capacity to facilitate best practices and
maxi m ze program effectiveness anong grantees. Congress has been
aut hori zing these activities on a year-to-year basis through
appropriations | anguage. Section 212(d)(1) authorizes $290
mllion for appropriations to carry out the prograns of this
Section in fiscal years 1998 through 2002.

Section 212 retains one conponent of the currently-
aut hori zed program the set-aside for grants to federally-
assi sted housing projects. Federally-assisted projects do not
| end thenselves to formula funding, particularly given the
limted anbunt of grant funding available. 1n addition, these
projects do not have the perfornmance reporting nmechani sns that
are required of the public and tribal authorities by other
provisions of this bill. However, the federal governnent has an
interest in providing anti-crinme funds to the HUD assi sted
famlies that live in these devel opnents. Therefore, these
grants will continue to be allocated on a conpetitive basis,
subject to the criteria specified in Section 212(b) of the HUD
bill. Section 212(d) retains the funding set-aside for these
grants.

TITLE 111--"ONE-STRIKE AND YOU"RE OUT"™ OCCUPANCY PROVISIONS

SEC. 301. SCREENING OF APPLICANTS.

Subsection (a) deens whol e househol ds or individual
househol d nmenbers who were evicted for certain proscribed
activity to be ineligible for federally assisted housing. |If the
previous eviction was for drug-related crimnal activity, the
evi cted nenber of the household shall be deemed ineligible for a
period of at |east three years unless that household nenber
successfully conpletes a rehabilitation program For evictions
due to other serious |ease violations, the PHA or owner shal
determ ne a reasonabl e period of tinme during which the previously
evicted nenber will be considered ineligible. |If the
ci rcunstances |eading to eviction no |onger exist, the
ineligibility restrictions nmay be waived.

Subsection (b) requires PHAs and owners of federally
assi sted housing to establish standards that prohibit adm ssion
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for any househol d nmenber (1) who the PHA or owner determnes is

currently engaging in the illegal use of a controlled substance,
or (2) who the PHA or owner has reasonabl e cause to believe that
such househol d nenber's illegal use of a controlled substance (or

pattern) or abuse of alcohol (or pattern) would interfere with
the health, safety, or right to peaceful enjoynent of the
prem ses by other residents.

In determ ning whether to deny adm ssion based on a pattern

of illegal use of a controlled substance or a pattern of abuse of
al cohol, subsection (c) permts PHAs and owners to take into
consi deration whether the household nenber is no longer illegally

using a controll ed substance or abusing al cohol, and (1) has
successfully conpleted an accredited rehabilitation program or
(2) has otherw se been successfully rehabilitated, or (3) is
participating in an accredited rehabilitation program

In addition to the provisions of sections 301(a) and (b) and
any other authority to screen applicants, subsection (d) permts
PHAs and owners to establish a reasonable period of time prior to
adm ssi on during which applicants are expected to refrain from
engaging in any crimnal activity. Subsection (d) allows PHAs
and owners to deny adm ssion to any applicant or househol d nenber
determ ned to have engaged in drug-related or violent crimnal
activity or other crimnal activity which woul d adversely affect
the health, safety, or right to peaceful enjoynent of the
prem ses by other residents during this reasonable period. After
expiration of the reasonable period and as a condition of
adm ssi on, PHAs and owners shall require such applicant to ensure
that they (or those in their household who engaged in the
proscribed activity) have not engaged in any crimnal activity
during the period. The Secretary shall establish by regulation
the evidence sufficient to satisfy the assurance provisions of
this section.

Subsection (e) provides PHAs with the authority to require,
as a condition of admtting to or providing occupancy in public
housi ng, that each adult househol d nenber provide a signed,
witten authorization with which the PHA may obtain crim nal
conviction records (as described in section 304) fromthe
National Crine Information Center, police departnents, or other
| aw enf orcenent agenci es.

SEC. 302. TERMINATION OF TENANCY AND ASSISTANCE.

Subsection (a) requires PHAs and owners to establish
standards or | ease provisions for continued assi stance or
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occupancy in federally assisted housing that permt PHAs and
owners to term nate tenancy or assistance for any household with
a menber (1) who the PHA or owner determnes is engaging in the
illegal use of a controlled substance, or (2) whose illegal use
of a controlled substance, or whose abuse of alcohol, is

determ ned by the public housing agency or owner to interfere
with the health, safety, or right to peaceful enjoynent of the
prem ses by other residents.

Subsection (b) requires PHAs to term nate tenant-based
assi stance for all household nenbers if the household is evicted
from assi sted housing for serious violation of the |ease.

SEC. 303. LEASE REQUIREMENTS.

Each |l ease for a dwelling unit in federally assisted housing
shall include the followi ng mandatory terns: (1) the owner may
not termnate the tenancy except for serious or repeated
violation of the terns and conditions of the | ease, violation of
applicabl e Federal, State, or local |aw, or other good cause; and
(2) grounds for termnation of tenancy shall include any
activity, engaged in by the tenant, any nmenber of the tenant's
househol d, any guest, or any other person under the control of
any nmenber of the household, that (A) threatens the health or
safety of, or right to peaceful enjoynent of the prem ses by,
ot her tenants or enployees of the public housing agency, owner or
ot her manager of the housing, (B) threatens the health or safety
of, or right to peaceful enjoynent of their residences by,
persons residing in the imediate vicinity of the prem ses, or
(© is drug-related or violent crimnal activity on or off the
prem ses.
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SEC. 304. AVAILABILITY OF CRIMINAL RECORDS FOR PUBLIC HOUSING
TENANT SCREENING AND EVICTION.

Subsection (a) requires the National Crinme Information
Center (NCIC), a police departnent, and any ot her |aw enforcenent
agency to provide information upon request regarding the crim nal
conviction records of an adult applicant for, or tenants of,
public housing for purposes of applicant screening, |ease
enforcenent, and eviction. The PHA nust first request such
information and nust present a witten, signed authorization form
before such information may be rel eased to the PHA. Juvenile
records are releasable only to the extent authorized under the
| aw of the applicable State, tribe, or locality.

Under subsection (b), PHAs nmay use information received
under this section only for the purposes provided in this
section. Such information may not be disclosed to any person who
is not an officer, enployee, or authorized representative of the
PHA. Disclosure may only be made to such person who has a job-
rel ated need to have access to the information in connection with
adm ssion of applicants, eviction of tenants, or term nation of
assi stance. However, for judicial eviction proceedings,

di scl osures may be made to the extent necessary. The Secretary
shall, by regul ation, establish procedures necessary to ensure
that information provided under this section is used, and the
confidentiality of such information is maintained, as required
under this section.

Under subsection (c), before an adverse action is taken with
regard to assistance for public housing on the basis of a
crimnal record, the PHA shall provide the tenant or applicant
with a copy of the crimnal record and an opportunity to dispute
the accuracy and rel evance of that record.

Subsection (d) provides that a PHA may be charged a
reasonabl e fee for information provided under subsection (a).

Subsection (e) requires each PHA that receives crimna
record information under this section to establish and inpl enent
a system of records nmanagenent that ensures that any crim nal
record received is maintained confidentially, is not m sused or
inproperly dissem nated, and is destroyed in a tinely fashion,
once the purpose for which the record was requested has been
acconpl i shed.

Under subsection (f), any person who knowingly and willfully
requests or obtains any information concerning an applicant for,
or resident of, public housing under false pretenses, or any
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person who knowi ngly or willfully discloses any such information
in any manner to any individual not entitled under any law to
receive it, shall be guilty of a m sdeneanor and fined not nore
than $5,000. The term "person" as used in this subsection shal

i nclude an officer, enployee, or authorized representative of any
PHA.

Subsection (g) permts any applicant for, or resident of,
public housing affected by either (1) a negligent or know ng
unaut hori zed di scl osure of confidential information by an officer
or enployee of any PHA, or (2) any other negligent or know ng
action that is inconsistent with this section, to bring a civil
action for damages and such other relief as nmay be appropriate
agai nst any PHA responsible for such unauthorized action.
Jurisdiction over such matters shall reside in the district court
of the United States in the district in which the affected
applicant or resident resides, in which such unauthorized action
occurred, or in which the officer of enployee alleged to be
responsi bl e for any such unauthorized action resides. Reasonable
attorney's fees and other litigation costs nay be awarded as
appropri ate.

Subsection (h) defines the term"adult" as a person who is
18 years of age or ol der, or who has been convicted of a crinme as
an adult under any Federal, State, or tribal |aw

SEC. 305. DEFINITIONS.

Subsection (a) defines the term"federally assisted housing"
whi ch neans a unit in (1) public housing under the 1937 Act; (2)
housi ng assi sted under section 8 of the 1937 Act, including both
t enant - based assi stance and proj ect-based assistance; (3) housing
that is assisted under section 202 of the Housing Act of 1959 (as
anended by section 801 of the Cranston-Gonzal ez Nati onal
Af f ordabl e Housing Act); (4) housing that is assisted under
section 202 of the Housing Act of 1959, as such section existed
bef ore enactnment of the Cranston-CGonzal ez National Affordable
Housing Act; (5) housing that is assisted under section 811 of
t he Cranston- Gonzal ez National Affordable Housing Act; (6)
housi ng financed by a | oan or nortgage i nsured under section
221(d)(3) of the National Housing Act that bears interest at a
rate determ ned under the proviso of section 221(d)(5) of such
Act; (7) housing with a nortgage insured, assisted, or held by
the Secretary or a State or State agency under section 236 of the
Nat i onal Housing Act; and (8) for purposes only of subsections
301(c) (consideration of rehabilitation), 201(d) (authority to
deny adm ssion for crimnal offenders), 203 (|l ease requirenents),
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and 304 (availability of crimnal records for screening and
evi ction), housing assisted under section 515 of the Housi ng Act
of 1949.

Subsection (b) defines the term"drug-related crim nal
activity" as the illegal manufacture, sale, distribution, use, or
possession with intent to manufacture, sell, distribute, or use,
of a controlled substance (as defined in section 102 of the
Control |l ed Substances Act (21 U S.C. 802)).

Subsection (c) defines the "owner"” to nean the entity or
private person, including a cooperative or PHA, that has the
legal right to | ease or sublease dwelling units in such housing.

SEC. 306. CONFORMING AMENDMENTS.

Section 306 deletes the relevant "One-Stri ke and You're Qut"
provisions from Sections 6, 8 and 16 of the 1937 Act since they
are incorporated into this new Title I1l. The provisions that
are hereby deleted include the (1) mandatory crimnal activity
and drug-related crimnal activity |l ease provisions for public
and assi sted housing, (2) the definition of "drug-rel ated
crimnal activity" for both public and assisted housing, (3)
access to crimnal records for public housing adm ssion and
evi ction screeni ng purposes, as added by the Housing OQpportunity
Program Ext ensi on Act of 1996 (Extension Act), and (4) the One-
Stri ke hei ghtened occupancy provisions of the Extension Act. The
necessary conform ng repeals of section 6(c)(4)(A(iii) and
section 8(d)(1)(A)(iii) are being acconplished under the
permanent repeal of the federal preferences contained in section
201 of this bill.

Expandi ng and consolidating these One-Strike provisions in
one title will enhance PHA and owner ability to get tough on
crime in federally assisted housing and to hol d assisted
househol ds accountable for the actions of each househol d nmenber
and guest.



